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basis of which the representative mar-
ket or field price for the taxpayer’s ore
or mineral is to be determined shall be
subtracted from the sale price in com-
puting such representative market or
field price. If a taxpayer computes
gross income from mining under the
provisions of paragraph (d) of this sec-
tion, such discounts actually allowed
(if not otherwise taken into account)
shall be subtracted from the gross sales
(actual or constructive), and shall not
be considered a cost, of the first mar-
ketable product or group of products.
The provisions of this subparagraph
shall apply to arrangements which
have the same effect as trade or cash
discounts, regardless of the form of the
arrangements.

(2) Purchased transportation to the cus-
tomer. (i) A taxpayer who computes
gross income from mining under the
provisions of paragraph (c) of this sec-
tion and who sells his ore or mineral
after the application of only mining
processes but after nonmining trans-
portation shall use as the representa-
tive market or field price his delivered
price (if otherwise representative) re-
duced by costs paid or incurred by him
for purchased transportation to the
customer as defined in subdivision (iii)
of this subparagraph. If the transpor-
tation by the taxpayer is not purchased
transportation to the customer, or if
the taxpayer does not sell the ore or
mineral until after the application of
nonmining processes, and if other pro-
ducers in the taxpayer’s marketing
area sell significant quantities of an
ore or mineral of like kind and grade
after the application of only mining
processes but after purchased transpor-
tation to the customer, the representa-
tive delivered price at which the ore or
mineral is sold by those other produc-
ers reduced by representative costs of
purchased transportation to the cus-
tomer paid or incurred by those pro-
ducers shall be used by the taxpayer as
the representative market or field
price for his ore or mineral in applying
paragraph (c) of this section. Further-
more, appropriate adjustments shall be
made to take into account differences
in mode of transportation and distance.
When applying this subdivision, the
representative market or field price so
computed shall not exceed the tax-

payer’s delivered price less his actual
costs of transportation to the cus-
tomer. For purposes of this subdivi-
sion, any delivered price shall be ad-
justed as provided in subparagraph (1)
of this paragraph.

(ii) If a taxpayer computes gross in-
come from mining under the provisions
of paragraph (d) of this section, the
cost of purchased transportation to the
customer (as defined in subdivision (iii)
of this subparagraph) shall be excluded
from the gross sales of his first mar-
ketable product or group of products
(after any adjustments required by sub-
paragraph (1) of this paragraph), and
from the denominator of the propor-
tionate profits fraction, so as not to at-
tribute profits to the cost of that
transportation. Similar transportation
cost adjustments may be made, if ap-
propriate, in the case of other methods
of computation which are based on the
taxpayer’s costs. For the treatment of
costs and profits attributable to trans-
portation which is not purchased trans-
portation to the customer as defined in
subdivision (iii) of this subparagraph,
see paragraph (d)(3)(i) of this section.

(iii) For purposes of this section, the
term purchased transportation to the cus-
tomer means, in general, nonmining
transportation of the taxpayer’s min-
erals or mineral products to the cus-
tomer:

(a) Which is not performed in convey-
ances owned or leased directly or indi-
rectly, in whole or in part, by the tax-
payer,

(b) Which is performed solely to de-
liver the taxpayer’s minerals or min-
eral products to the customer, rather
than to transport such minerals or
products for packaging or other addi-
tional processing by the taxpayer
(other than incidental storage or han-
dling), and

(c) With respect to which the tax-
payer ordinarily does not earn any
profit.

For purposes of the preceding sentence,
transportation which is performed by a
person controlling or controlled by the
taxpayer (within the meaning of para-
graph (j)(1) of this section) shall be
deemed to have been performed in con-
veyances owned or leased by the tax-
payer unless it is established by the
taxpayer that the price charged by the
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